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TO THE STOCKHOLM E It S 


New York , N. Y. ★ March 21 , 1941 


EARN MUGS 

Net earnings, before provision for Federal Income Taxes, were $2,417,949.99 for the year of 1940. 
comparable with $1,798,051.02 for the year of 1939. 

Provision for Federal Income Taxes for 1940 was $559,400.00 as compared with $330,300.00 
in 1939. 

Net profit, after Federal Income Taxes, was $1,858,549.99 for 1940, as compared with 
$1,467,751.02 for 1939. 

Earnings for 1940 included $250,835.57 resulting from sale during the year of aircraft and 
equipment not needed in the operation. 

OiVIREXDS 

A dividend of $1.00 per share was paid in December on the 380,265 shares of common stock 
outstanding as of the close of business December 18, 1940, the date of record. 

EARXEO Si UK*M S 

At the beginning of 1940, Earned Surplus reflected a deficit of $343,182.57. At the end of 1940, 
after providing for the payment of a common stock dividend, an accrual for the payment of a 
preferred stock dividend in January 1941 and the charge thereto of $38,000.00 expense in 
connection with the sale of common stock during the year 1939, Earned Surplus amounted to 
$1,011,248.78. 

OPERATING REVENiES 

Total revenue for 1940 was $20,689,618.30, an increase of 37% over the 1939 revenue of 
$15,070,982.21. Passenger revenue increased 48%; air mail revenue 6%; air express revenue 
26%; and other revenue 38%. Trend of revenues for the five years past is shown in the table 
and charts on the opposite page. 
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SOURCE OF 
1SM0 REVENUE 


TREND IN 
SOURCE OF 
REVENUE 

(% OF TOTAL) 


MAIL 

PASSENGERS 

EXPRESS. 

OTHER 


1936 1937 1938 1939 1940 


TOTAL REVENUE 

1940 

1939 

1938 

1937 

1936 

Passenger 


$15,898,794 

$10,712,598 

$ 7,442,232 

$ 6,597,773 

$5,552,81 7 

Mail 


3,912,817 

3,682,232 

3,362,433* 

3,009,182* 

2,585,127* 

Express 


566,796 

450,251 

353,617 

359,264 

227,418 

Other 


311,211 

225,901 

204,505 

131,040 

109,495 

TOTAL 

$20,689,618 

* Adjusted to reflect for these 

$15,070,982 

years air mail 

$11,362,787* 

revenue subsequently received 

$10,097,259* 

in 1937 and 1939. 

$8,474,857* 
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YOLI ME of nr SI \ ESS 


In 1940 there were 870,930 passengers transported on the lines of the Company; a new record for 
the Company and for the industry. The table which follows shows the trend for the five years past: 

1940 1939 1938 1937 1936 

Revenue Passengers Carried 870,930 541,757 358,295 300,571 255,324 

Volume of air mail transported was 14% greater in 1940 than in 1939. Mail pound miles for 
1940 were 4,520,026,175, and 3,952,024,476 for the year 1939. 

Volume of air express was 26% greater in 1940 than in 1939. In 1940, 954,843 ton-miles were 
operated in express service, compared with 756,860 ton-miles in 1939. 


EO If# FACTO It 

Passengers transported, per revenue mile flown, were 11.7 in 1940 and 10.8 in 1939. A load 
factor (percentage of seat occupancy) of 66.7% was attained in 1940, the highest in the history 
of the Company, compared with 64.6% in 1939. A comparative table for a period of five years 
follows: 



1940 

1939 

1938 

1937 

1936 

Revenue miles flown 

26,749,813 

19,170,018 

15,314,792 

15,597,330 

14,121,133 

Revenue passengers 

870,930 

541,757 

358,295 

300,571 

255,324 

Average passengers per revenue mile 

11.7 

10.8 

9.2 

7.9 

7.1 

Passenger seat miles flown 

467,328,102 

320,815,094 

254,164,586 

242,513,634 

170,628,180 

Revenue passenger miles 

311,746,689 

207,360,215 

140,869,290 

123,074,318 

100,637,461 

Load factor 

66.7% 

64.6% 

55.4% 

50.7% 

59.0% 



















































































POSMTMON IN AIR TRANSPORT INDUSTRY 


In 1940, your Company transported 31.9% of the total number of revenue passengers trans¬ 
ported by all companies in the domestic industry. 

The comparative table which follows gives the relative position of American in the industry, the 
figures given being for 1940: 


POSITION IN 

THE INDUSTRY 

Number 

Passengers 

Revenue 

Revenue 

Passenger 

Miles 

Air Mail 

Ton Miles 

Air Express 

Ton Miles 

American Airlines, Inc. 

870,930 

311,746,689 

2,260,013 

954,843 

Airline B 

442,615 

222,331,037 

Unavailable 

1,095,082 

Airline C 

370,597 

158,132,350 

Unavailable 

447,329 

Airline D 

316,743 

155,096,235 

Unavailable 

517,761 

POSITION IK PASSE K U Ell TltAXSPOItTATlOX IXDI STItY 


Indicative of the growing importance of 

air transportation 

, and of the relative importance of 

your Company in the field of passenger transportation, a comparison is given in the table which 

follows between the passenger revenue of 

American and that of the leading Class 1 railroads, 

figures given being for 1940: 




I. 

Pennsylvania Railroad 5/stem 

$87,950,700 


2. 

New York Central System 

59,807,790 


3. 

New York, New Haven 

and Hartford 

26,342,490 


4. 

Southern Pacific System 


24,480,121 


5. 

Atchison, Topeka and Santo Fe System 

18,492,634 


6. 

Union Pacific System 


17,472,731 


7. 

AMERICAN AIRLINES INC. 

15.898,794 


8. 

Southern Railway System 

11,826,254 


9. 

Chicago & Northwestern 


11,628,304 


?0. 

Baltimore & Ohio System 


11,433,302 


II. 

Illinois Central System 


9,943,009 


12. 

Chicago, Burlington & Quincy 

8,964,197 


There are approximately 135 Class 1 railroads in 

the United States. 
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OPERATING EXPEASES 


There follows a comparison of the operating expenses, per revenue airplane mile flown, for the 
years of 1940, 1939, and 1938: 



1940 

1939 

1938 

Expenses before provision for depreciation and obsoles¬ 
cence, interest, and other charges 

61.41 

60.2C 

60.9* 

Provision for depreciation and obsolescence 

7.3 

6.6 

10.1 

Interest 

.5 

.8 

1.3 

Sub-total 

69.2 

67.6 

72.3 

Non-recurring items 

(Income) .9 

(Expense) 1.6 

— 

Total 

68.31 

69.2* 

72.3* 


No changes were made during the year in the rates heretofore established for depreciation and 
obsolescence of aircraft and equipment. Provision for depreciation and obsolescence in 1940 was 
$1,940,784.95 compared with $1,261,918.29 for 1939, an increase of $678,866.66. 

Increased provision for depreciation and obsolescence resulted from the operation in 1940 of 32 
new aircraft, utilized for the replacement of aircraft retired from service and for an increase 
in the fleet. 


CAPITAL STOCK 

In November 1940, the Company sold, through underwriters, 50,000 shares of $4.25 Cumulative, 
Convertible preferred stock without par value, convertible into common stock at the ratio of 
1 3/7 shares of common for each share of preferred. The stock was sold at $105, net $102 
to the Company, the Company receiving $5,100,000.00 from the issue. 

Bank loans in the amount of $2,137,500 were paid by the Company from the proceeds of the 
issue, the balance being added to the general corporate funds. 

During the year $103,387.50 principal amount of Five-Year, 4^>% Convertible Debentures 
were converted into 8,271 shares of common stock. Also during the year 18,722 shares of com¬ 
mon stock were sold to officers and supervisory personnel of the Company, under options granted 
by the stockholders on May 4, 1938. At the end of the year all such options had been exercised 
and none remained outstanding. 
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rapilal Stork on of Mrrrrabrr 31, 13 IO 


Preferred: 

50,000 Shares Issued 

50,000 Unissued and Unreserved 


100,000 Authorized 
Common: 

380,313 Issued and Outstanding 

194,687 Reserved for issuance only upon conversion of the presently outstanding 
$2,433,587.50 five-year, 4*/o% convertible debentures at the conversion 
rate of $12.50 per share. 

71,429 Reserved for issuance only upon conversion of the 50,000 shares of $4.25 
cumulative convertible preferred stock without par value. Rate of con¬ 
version 1 3/7 shares of common stock for each share of convertible pre¬ 
ferred stock. 

353,571 Unissued and Unreserved 


1,000,000 Authorized 


FiNANClAL POSITiOX 

With this report there is included a Balance Sheet and Statements of Profit and Loss and Surplus, 
certified to by Arthur Young & Company, Certified Public Accountants, giving the financial position 
of the Company as of December 31, 1940 and the result of its operation for the year 1940. We 
invite your attention to the details of these statements. 

On December 31, 1940, current assets totalled $9,567,500.56, including cash of $6,855,742.37, 
and current liabilities were $3,827,480.74, ratio between current assets and current liabilities 
being approximately 2^4 to 1. Current position of your Company is stronger than at any other 
time in its history. 

During 1940, $5,265,981.40 was expended for capital assets, including aircraft and equipment, 
detailed as follows: 

Aircraft. $2,932,708.40 

Engines. 849,349.64 

Propellers . 243,616.61 

Radio equipment. 416,287.71 

All other. 824,019.04 

Total . $5,265,981.40 

Comparable capital expenditures in years preceding were: 1939, $2,467,236; 1938, $486,014; 
and 1937, $1,844,106. 
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OPERATING RECORD 


We are grateful for the opportunity of reporting to you a continuation of the operating record 
of American. 

On December 31, 1940 the Flagships of American had flown 94,958,027 miles, transporting 
2,510,327 passengers a total of 973,619,592 passenger miles without accident involving pas¬ 
senger fatality. 

On January 14, 1941 the Company completed five full years of operation without accident in¬ 
volving passenger fatality. 

FACTORS AFFECTING RUSINESS MIRING 1910 

The level of business and industrial activity for the nation was higher in 1940 than in 1939. Both 
business and vacation travel increased and the Company participated substantially in that increase. 

Not all of the factors affecting 1940 were, however, constructive. Weather conditions, beginning 
in November and extending through the winter, were unusually severe. A more severe winter, as 
it affected operation of aircraft, has not been experienced for many years. 

Accidents in the industry during the months of August, November and December adversely af¬ 
fected air travel. An accident in the industry most directly affects the line upon which the accident 
occurs, but it has, also, a generally adverse effect upon the business of the industry, affecting all 
companies in the industry. 

An indication of the effect upon the business of the Company of the two factors discussed may be 
gained from an examination of the comparative table which follows: 


PROFITS 

1940 

1939 

Ten Months to October 31st 

$1,866,749 

$1,171,413 

Month of November 

23,902 

167,790 

Month of December (before extraordinary items) 

104,397 (Loss) 

151,291 

Total 

$1,786,254 

$1,490,494 

Extraordinary items taken up in December account 

72,296 (Income—Net) 

22,742 (Expense—Net) 

Net Profit for Year 

$1,858,550 

$1,467,752 


10 
















OITLOOK I Off 1941 

It is our belief that a high level of business activity will be maintained throughout 1941. The 
greatest single factor will be the increased activity which has and will come as a result of the 
defense program. 

Time is a primary and governing factor in the accomplishment of the defense program. No other 
form of transportation offers an opportunity for the saving of time comparable with air trans¬ 
portation. During 1941 air transportation will fulfill a vital need in the defense program by fur¬ 
nishing expedited transportation and communication—for passengers, express and air mail. A 
more complete discussion of the effect of the national defense program on the business appears in 
an appendix to this report. 

EMPLOYEES 

The organization of American increased during the year, from 2,795 employees at the end of 
1939 to 4,017 employees at the end of 1940. Many of that increased number represented em¬ 
ployees in training during the year, whose services will be more fully available to the Company 
during 1941. 

The continued safety record of the Company and the increasing success of the enterprise can be 
attributed in great part to the loyal and intelligent initiative and effort of the people who make up 
the organization of American. You have reason to be proud of their accomplishments. 










MitEi Tints 


At the annual meeting of the stockholders in April 1940, three directors were elected who had 


not previously served with the Company: 

Mr. Thomas S. Hammond, President , The Whiting Corporation, Harvey, Illinois. 

Mr. Walter S. McLucas, Chairman of the Board , National Bank of Detroit, 
Detroit, Michigan. 

Mr. Edgar M. Queeny, President , Monsanto Chemical Company, St. Louis, Missouri. 

These men are of outstanding ability; they contributed to the success of the Company in 1940, and 
we appreciate the opportunity of association with them. 

During the year Mr. Chandler Hovey of Boston and Mr. Francis A. Callery of New York, 
directors who have served with American, resigned. We should like here to acknowledge the 
incomparable aid which both of these gentlemen have rendered to the Company and to express 
our regret that they cannot continue to serve with us. 

THE STOCKHOLDERS 

The success of the Company is due in no small part to the active aid which has been rendered by 
the stockholders of the Company. Goodwill for the Company has resulted from your efforts and 
many journeys by air have been sold on account of your active interest. We ask that you continue 
that valued aid and support. 


By Order of the Board of Directors: 


Respectfully submitted , 



President 
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At'MTOHS- UEPORT 


RADIO AND CABLE ADDRESS 
*ARTHYOUNG m 


NEW YORK 

CHICAGO 

PITTSBURGH 


ARTHUR YOUNG & COMPANY 
ACCOUNTANTS AND AUDITORS 
1 CEDAR STREET 

NEW YORK 


KANSAS CITY 
MILWAUKEE 
LOS ANGELES 
DALLAS 
TULSA 

LONDON. ENGLAND 
PARIS. FRANCE 


To the Board of Directors and Stockholders, 

American Airlines, Inc.: 

We have examined the consolidated balance sheets of AMERICAN AIRLINES, INC., 
AND SUBSIDIARY COMPANIES as at December 31, 1940 and 1939, and the consoli¬ 
dated statements of profit and loss and surplus for the fiscal years then ended, have 
reviewed the system of internal control and the accounting procedures of the Com¬ 
panies and, without making a detailed audit of the transactions, have examined or 
tested accounting records of the Companies and other supporting evidence, by methods 
and to the extent we deemed appropriate. 

In our opinion, the accompanying consolidated balance sheets and related consoli¬ 
dated statements of profit and loss and surplus, together with the accompanying 
notes, present fairly the consolidated position of American Airlines, Inc., and Subsidiary 
Companies at December 31, 1940 and 1939, and the consolidated results of their opera¬ 
tions for the fiscal years then ended, in conformity with generally accepted accounting 
principles applied each year on a basis consistent with that of the preceding year. 


Arthur Young & Company. 

Certified Public Accountants. 


New York, N. Y., 
March 1, 1941. 
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$ 17,631,792.02 S 9,897,841.6 2 

-----Explanatory notes are attached hereto. 
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LI AttI LIT I ES 9 CAPITAL STOCK and SU RPLU S- 


December 31, 
1940 

Current Liabilities: 

Accounts payable and accrued expenses__ $ 1,340,843.94 

Dividend declared on preferred stock—paid January 15, 1941.... 53,126.59 

Accrued social security taxes____ 102,682.85 

Accrued miscellaneous Federal, State and local taxes.. 65,000.62 

Provision for Federal income taxes (Note 1)___ 605,735.46 

Liability for deposits on air travel plans.. 1,660,091.28 


Total current liabilities..... $ 3,827,480.74 


Five Year 4Vo% Convertible Debentures, Di/e July 1 , 1941 (Note 2). $ 2,433,587.50 


Capital Stock: 

Preferred stock— 

Authorized—100,000 shares without par value 


Issued—50,000 shares of $4.25 Cumulative Convertible Preferred 
Stock (preference on liquidation—$100 per share plus accrued 
dividends) ....... $ 5,100,000.00 

Common stock— 

Authorized—1,000,000 shares par value $10 per share 

Dec. 31, 1940 Dec. 31, 1939 

Issued _ 380,313 shares 303,320 shares 

Add: Sold on December 
14, 1939, issued Janu¬ 
ary 31, 1940_ — 50,000 shares 

380,313 shares 353,320 shares $ 3.803,130.00 

Reserved— 

For conversion of Five 
Year 4*/2% Convertible 
Debentures (conversion 
price $12.50 per share ) 194,687 shares 

For conversion of $4.25 
Cumulative Convertible 
Preferred Stock (basic 
conversion ratio—1-3/7 
shares of common stock 
for each share of pre¬ 
ferred stock) _ 71,429 shares 

For exercise of options by 
officers and supervisory 
personnel _ — 

266,116 shares 

Surplus (per statement attached): 

Paid-in surplus- 

Earned surplus----- 


$ 1,456,345.00 
1,011,248.78 
$ 2,467,593.78 
$ 17.631,792.02 


202,958 shares 


18,722 shares 
221,680 shares 


December 31, 
1939 


$ 1,426,959.15 

82,337.86 

41,546.90 

330,300.00 

938,842.78 

$ 2,819,986.69 
$ 2,536,975.00 


$ 3,533,200.00 


$ 1,350,862.50 
(343,182.57) 
$ 1,007,679.93 
$ 9,897,841.62 


Parenthesis denotes deficit 






















































AMERICAN AIRLINES, INC., A N II SUBSIDIARY COMPANIES 



FOB THE YEARS ENDED IF E C E >1 II E II 31, 10-10 AND 1030 


Operating Revenue: 

Passenger.-.—--- 

Mail...... 

Express---- 

Other...—....... 


Operating Expenses: 

Ground_______— 

Sales. 

Advertising and publicity 

General and administrative.—---- 

Total operating expenses exclusive of obsolescence and depreciation 


Other Income: 

Profit on sale of property and equipment 
Cash discounts on purchases, etc.. 


Other Charges: 

Interest ------- 

Loss on sale of property and equipment. 

Expenses in connection with the transfer of general offices and repair 
shops to New York Municipal Airport.—..... 

Social security and general taxes (other than taxes included in operating 
expenses) _______- 

Other __----- 


Profit Before Provision for Obsolescence and Depreciation and Fed¬ 
eral Income Taxes.__-.—-- 

Provision for Obsolescence and Depreciation (Note 5)____ 

Provision for Federal Income Taxes (Note 1).. 

Net Profit Carried to Surplus.... 


Year Ended 


December 31, 
1940 


S 15,898,793.66 
3,912,816.88 
566,796.59 
311,211.17 
S 20.689,618.30 

$ 8,124,601.94 
4,590,377.35 
1.540,785.98 
1,089,183.03 
739,829.74 
$ 16.084,778.04 
$ 4,604.810.26 


$ 250,835.57 

75,904.80 
$ 326,740.37 

$ 4.931.580.63 


$ 130,076.23 


380,499.74 
62,269.72 
S 572,845.69 

$ 4,358,734.94 
1,940,784.95 
$ 2,417,949.99 
559,400.00 
$ 1.858,549.99 


December 31, 
1939 


$ 10,712,598.39 
3,682,231.60 
450,251.03 
225,901.19 
$ 15,070,982.21 


$ 5,829,973.33 
3,078,628.52 
1,047,906.64 
843,380.99 
502,542.26 
8 11,302,431.74 
S 3,768.550.47 


$ 

49,177.14 
$ 49,177.14 

$ 3,817,727.61 


$ 158,581.01 

127,026.69 

173,317.66 

273,250.63 
25,582.31 
$ 757,758.30 

$ 3,059,969.31 
1,261,918.29 
$ 1,798,051.02 
330,300.00 
$ 1.467.751.02 


Explanatory notes are attached hereto. 
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A ND SUBSIDIARY COMPANIES 


AM KB II AN AIR LINKS, INI., 



¥ O II T II E Y E A II S E \ II E II II E C E >1 II E II :t I . 


P.4 I I# - I V S I If P L r « 


Balance at Beginning of Year----- 

Arising from the conversion of Five Year 4*4% Convertible Debentures 
into Common Stock, par value $10 per share, conversion price $12.50 
per share _____ 

Arising from the sale of Common Stock to officers and supervisory personnel 
holding options, par value $10 per share, option price $12.50 per 
share_____ 

Arising from the sale on December 14, 1939 of 50,000 shares of Common 
Stock (issued January 31, 1940) representing excess of sales price 
$1,825,000.00 less expenses in connection with the sale, $38,000.00, 
over par value---------- 

Reversal (by charge now made to earned surplus) of amount charged 
paid-in surplus in 1939 representing expenses in connection with sale 
of 50,000 shares of Common Stock (to conform to accounting require¬ 
ments of Civil Aeronautics Board)... 

Balance at End of Year...... 


Balance at Beginning of Year 


K A If V K n S I II P L I S 


Add: 

Net profit for year-....--..------- 

Additional compensation received for transportation of air mail for 
prior years . 


Deduct: 

Additional provision for prior years’ Federal income taxes (Note 1 ).. 

Expenses in connection with sale of 50,000 shares of Common Stock 
in 1939, previously charged paid-in surplus (not permitted as 
charge to that account by Civil Aeronautics Board). 


Dividends declared— 

On Preferred Stock ($1.0625 per share)... $ 53,126.59 

Less: Accrued at date sold (collected from 

purchasers) .. 11,215.28 

$ 41,911.31 

On Common Stock ($1 per share). 380,265.00 


Balance at End of Year 


Parentheses denote deficit. 
Explanatory notes are attached hereto. 


I 51 I O A N II 1 51 .‘I 51 

Year Ended 


Dec. 31, 1940 
$ 1,350,862.50 

20,677.50 

4-6,805.00 

38,000.00 
$ 1,456,345.00 

$ (343,182.57) 
1,858,549.99 

$ 1,515,367.42 
$ 43,942.33 

38,000.00 

422,176.31 
$ 504,118.64 
$ 1,011,248.78 


Dec. 31,1939 
$ 30,742.50 

17,425.00 

15,695.00 

1,287,000.00 


$ 1,350,862.50 

$(1,882,388.47) 

1,467,751.02 

71,454.88 
$ (343,182.57) 

$ 


$ — 

$ (343,182.57) 
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AMERICAN AIRLINES. INC., AND SCRSIDIARY COMPANIES 


i\ 0 T E S 

T O 

V I IV A IV C I A L S TAT E M E IV T S 


Note I: 

The Company’s Federal income tax returns for the years 1938, 1939 and 1940 are subject to review by 
and adjustment with the U. S. Treasury Department. The Company has made provision by charge to earned 
surplus at December 31, 1940 for the additional assessment (including interest) anticipated as a result of 
preliminary review by the Department of the returns for the years 1938 and 1939. 

No liability exists for the year 1940 in respect of the excess profits tax imposed by the Second Revenue 
Act of 1940. 

Note 2: 

The Five Year 44/,% Convertible Debentures which mature on July 1, 1941 have not been treated in the 
December 31, 1940 balance sheet as a current liability as it is anticipated that, in view of the market value 
of the Company’s Common Stock being considerably in excess of the conversion price, such Debentures will 
not be redeemed but will be converted into Common Stock. 

.Vole :#r 

Contingent liabilities — 

There are various suits and claims pending which, in the opinion of counsel, will result in no ultimate 
liability on the part of the Company not provided for in its accounts. 

Note i: 

Of the aircraft on order at December 31, 1940, the Company expects delivery in 1941 of only $726,180.00. 
It is the opinion of the Company’s officials that these aircraft, together with those now owned and operated by 
the Company, will be sufficient to fulfill the reasonable air transportation requirements of the Company 
during 1941. 

Note .1: 

Provision for obsolescence and depreciation for the years 1940 and 1939 has been provided on the same 
basis and at the same rates. As a result of the reduction in depreciation rates on certain types of aircraft 
made on January 1, 1939, the provision for the year 1939 was $252,685.91 less than would have been 
provided had the rates used in the year 1938 been continued. 

Note H: 

In 1938 the Company granted options to certain of its officers and supervisory personnel entitling the 
holders thereof to purchase at $12.50 per share an aggregate of 25,000 shares of the Company’s Common 
Stock. Options on 6,278 shares were exercised in 1939 and options on 18,722 shares were exercised in 1940. 
No charges are included in the profit and loss statements in respect of these options. 
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In time of national emergency, more than at any other 
time, there is the urgent requirement that all forms 
of expedited transportation and communication be 
maintained and be utilized. 

In the operation of its scheduled services, air trans¬ 
portation is contributing daily to the increased effec¬ 
tiveness of the defense program. The accomplishment 
of the maximum, in the minimum of time, is a re¬ 
quirement to which emphasis must be given in the 
defense program. That objective can be attained only 
through the utilization of the services of air trans¬ 
portation. 

Increased travel is required, but the minimum of 
time must be spent in travel; travel from the offices 
of the military services to the outlying bases and 
cantonments and to the plants producing arms, air¬ 
craft and materiel; travel from the general offices of 
the industrial companies to their manufacturing 
plants; from the manufacturing plants to the test 


fields and from the offices of the architects and 
builders to the city where the new plant is to be 
constructed. 

Pilots flying military aircraft from the factories to 
the military bases and to the ports of embarkation 
must be returned promptly to the factory in order 
that another flight may be undertaken without undue 
delay. 

Many a national defense order has been delivered on 
time only on account of the availability of air ex¬ 
press for the prompt dispatch of parts and materiel 
required. Many a plant construction job has been 
expedited because the blueprints arrived days earlier 
—by air mail. Many an extra day’s work has been 
saved because full, detailed instructions could be 
given, in privacy and confidence, in an air mail 
letter. 

Air transportation is serving the nation effectively 
and well, and it will continue to serve. 


SPECIFIC QUESTIONS 


Certain specific questions concerning the effect of 
the defense program, and the creation of priorities, 
upon the operation of air transportation have been 
asked us often of late. We should like to be able to 
answer those questions for you. 

Conditions change rapidly and an answer appropriate 
for the problem of today may not be appropriate at 


a later date, conditions in the interim having changed. 
It is evident, however, that air transportation has 
certain basic utility, as a method of expedited trans¬ 
portation and communication and as an adjunct to 
the military services in the national defense. It is 
upon the basis of that inherent utility that we take 
the liberty of premising our answers: 


What About Mew Airplanes for the Air Lines? 


The air lines increased their fleets substantially in 
1940. Additional aircraft are now being delivered to 
the air lines and the fleets will be substantially 
augmented by the summer of 1941. 

Additional aircraft are most urgently needed by the 
military services; you know of those requirements by 
reading of them in your newspapers. In order to 
expedite the delivery of military aircraft, the air 
lines are postponing delivery of certain aircraft on 
order and in that undertaking all air lines are 
cooperating. 

Aircraft available to the air lines during 1941 will, 


in our opinion, be sufficient to provide a service sub¬ 
stantially in excess of that available during 1940. 
Some of the increased service will be acomplished 
with additional aircraft to be received; some by the 
more effective utilization of aircraft now in operation. 

The basic utility of air transportation, as a method 
of expedited transportation and communication and 
as an adjunct to the military services in the national 
defense, will permit and require that additional air¬ 
craft be made available to the air lines as service 
requirements are increased. We are confident that 
additional aircraft will be made available. 










What About Pilot* living Vailed to Military Service? 


Many of the pilots engaged in air line operation are 
members of the organized military reserves. Their 
continued availability for air line operation is a sub¬ 
ject which has been discussed between representatives 
of the air transport industry and the military services. 
The determining factor in the settlement of that ques¬ 
tion, and in the establishment of a policy thereon, 
has been the capacity in which those reserve officers 
can best serve in the national interest. 


The policies of the Army and Navy reflect an ap¬ 
preciation of the need for maintenance of effec¬ 
tive air line operation. The policy which has been 
stated by the Army and Navy provides that air 
line pilots will not be called to military serv¬ 
ice unless: (1) Trained and competent replace¬ 
ments are available, or; (2) A condition of extreme 
national emergency requires their utilization in 
military service. 


What About Spare Part* and Materiel llequired for Maintenance? 


The government has established the policy that the 
air lines shall continue to receive delivery of engines, 
propellers, instruments and spare parts required for 
the maintenance and overhaul of operating aircraft 


and equipment. The existing high standards of main¬ 
tenance and overhaul will continue in effect on the 
air lines and materiel will be available for their 
requirements. 


★ 


From the minuten of the Meeting of the Hoard of Directorn of 
American Airline* 9 lne. 9 December 10 9 ltl40 9 and ordered bg the Hoard of 
Director* to be included in the Annual Deport 

“The President of the Company reported informally on aid being rendered by the officers and 
employees of American Airlines, Inc. in connection with the program of national defense. 

“In addition to those who have entered the services of the Army and Navy, other members of 
this organization are now serving, or soon will serve, in the following defense organizations: 

Transportation Division, Advisory Commission to the Council of National Defense. 
Transportation Advisory Committee, Office of the Quartermaster General. 

Committee on Commercial Aircraft Priorities. 

New York City Council of Defense. 

“In addition to those specific responsibilities, members of the Operating and Engineering staffs of 
American Airlines are serving in advisory capacity to several departments having responsibilities 
for the program of national defense. 

“Following this report, the Directors of the company expressed their appreciation to members of 
the organization for the aid rendered and asked that the minutes of this meeting record the desire of 
American Airlines, Inc., on behalf of its directors, officers and employees, to cooperate at all 
times with the Government of the United States, the Defense Commission and all departments of 
our Government having responsibility for national defense, in safeguarding the interests of this 
country and in furthering the effectiveness of the program of national defense.” 

-★--- 
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